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ABSTRACT

The primary objective of this thesis was to review the closeout process within DoD
activities and determine how the process might be made more efficient. Secondary
objectives include identifying the problems in the current process and determining the
impact of failure to close out contracts in the time frame stated in the Federal Acquisition
Regulation (FAR). Finally, a Contract Closeout Process Summary has been developed as

a by-product of this thesis. This guide can be utilized as a training aid or procedures

manual.
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I. INTRODUCTION

A. INTRODUCTION
Before a contract can be officially "closed-out" and
retired to the archives, a closeout process is executed to
ensure that all rights and responsibilities of both parties
have been met. This process requires a number of
administrative actions from both the contractor and the
Government. A contract is fully closed only when it is both
physically and administratively complete.
Timely and efficient action taken in <closing out
physically completed contracts serve the following purposes:
o Ensures that all contractual obligations have been
fulfilled and that the interests of the Government have

been adequately protected.

o Identifies incomplete actions that may have been
overlooked.

o Keeps office files reduced to current active contracts.

o Permits the early identification and deobligation of
excess unliquidated funds.

o0 Provides a complete and accurate record cf all
contractual actions taken by the Contracting Officer.

No contract, even though physically competed, can be closed
out while it is in litigation, while an appeal is pending
before the Armed Services Board of Contract Appeals (ASBCA) or
the General Sfervices Board of Contract Appeals (GSBCA), or

until all termination actions have been completed.




B. OBJECTIVES

The primary objective of this thesis is to review the
closeout process within Department of Defense (DoD) activities
and determine how the process might be made more efficient.
Secondary objectives include identifying the problems in the
current process and determining the impact of failure to close
out contracts in the time frame stated in the Federal
Acquisition Regulation (FAR). Finally, a contract closeout
process summary or guide that can be utilized by contracting
personnel as a training aid or procedures manual on the

contract closeout process will be developed.

C. RESEARCH QUESTIONS

To complete the objectives, fundamental research questions
were prepared. The primary research question is: What are
the critical factors involved in effectively managing timely
contract closeout and how might the process be made more
efficient?

In support of the primary question, the following
secondary questions will be addressed:

o What are the current contract closeout procedures?

© What are the unique factors associated with performing
contract closeout?

o What are the principal impediments to timely contract
closeout?

0 What areas are particularly impacted by the failure to
closeout contracts on a timely basis?

2




o What policy and procedural guidelines should be
established or revised in order to more efficiently and
effectively manage the contract closeout process?

D. SCOPE OF THE THESIS

The study will focus on the data accumulated from a survey
sent to various DoD commands and the Coast Guard. The survey
was sent to 100 different commands, including as wide a
variety of contracting organizations as possible. However,
the majority were Navy commands. The results of the survey
represent primarily Navy responses with some representation
from the Army, Air Force, Marine Corps, Coast Guard, and the
Defense Contract Management Districts.

A Contract Closeout Process Summary has been developed as
a by-product of this thesis. This guide can be utilized as a
training aid or procedures manual. The Contract Closeocut
Process Summary is generic in scope and does not cover

specific contract types.

E. METHODOLOGY

Data were obtained from several sources. First, the
researcher conducted a review of the existing literature base
to gain a basic familiarity and understanding of the contract
closeout process. The literature search included a custom

bibliography from the Defense Logistics Studies Information




Exchange (DLSIE). Additional literature included Government
publications and reports, and published and unpublishec
papers.

Secondly, field research was conducted by visiting or
contacting Government activities and interviewing personnel
involved in the contract closeout process. Vigits and
interviews were conducted at a variety of DoD organizations
and contractors that held contracts with Statements of Work
that included closing out DoD contracts.

A final method of research included a survey of contract
administration personnel at various commands. The survey was
conducted to determine the current <contract closeout
procedures, problems encountered and recommendations to
improve the contract closeout process. Appendix A contains a
list of the activities that were instrumental in getting the

survey completed and returned in a timely manner.

F. ORGANIZATION

The research is divided into five chapters. In this
Chapter, the objectives of the research ha @ been set forth,
the scope and direction of the effort identified and
methodologies for data collection presented.

Chapter II provides a basic framework of what is involved
in closing out contracts. It will include definitions of

common terms used in the contract closeout process.
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Chapter III discusses the collection of data from the
survey and Chapter IV analyzes the significant factors found
in the data. Finally, Chapter V will summarize the results of
the research and present conclusions, recommendations, answer .

to the research questions and recommendations for further

research.




II. BACKGROUND

A. INTRODUCTION

Contract administration is a management process to ensure
that the contractor delivers the supplies or services on time,
goods or services delivered are of the quality required by the
contract, and costs are reasonable. Contract closeout is the
final process of contract administration performed to ensure
that the contractor has complied with all the contractual
requirements and that the Government has alsoc fulfilled its
obligations {Ref. l:p. 267)]. The closeout process completes
all the individual actions started during earlier segments of
the contracting process. Once the contract is officially
"closed out", it can be retired to the archives.

As a general rule, closeout starts when a contract is
terminated or the contractor has delivered and the Government
has accepted the supplies or services, or it is otherwise
determined to be physically completed.

After contracts are physically completed, the
Administrative Contracting Officer (ACO) conducts the closeocut
process to provide reasonable assurance that all financial and
property transactions have been completed, and that Government
resources have not been 1lost through fraud, waste or
mismanagement. (Ref. 2:p. 1] No contract, even though
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physically competed, can be closed out while it is in
litigation, while an appeal is pending before the ASBCA or
GSBCA, or until all termination actions have been completed.
A contract is fully closed only when it is both physically and
administratively complete.

The closeout process requires a number of administrative
actions from both the contractor and the Government and varies
by type of contract. The closeout process becomes more
complex as the dollar value of contracts increases and more
complex types of contracts are used. Closeout can be a long
and time-consuming process due to the numerous actions that
need to be executed and the various activities involved. The
FAR outlines 15 actions that must be completed to close out
the contract. Various activities are involved in each of
those actions; the different activities include contracting
offices, receiving activities, finance offices, as well as the
Defense Contract Audit Agency (DCAA) and the Defense Contract
Management Command (DCMC). Each action must be completed in
a timely manner to ensure the overall process is properly

completed.

B. GENERAL DEFINITIONS USED IN THE CLOSEOUT PROCESS
The following definitions, with the exception of Quick
Closeout, are from the Air Force 1Institute of Technology

School of Systems and Logistics Advanced Contract




Administration course and are of common terms used in
discussion of contract closeout:
1. Physically Complete Contract

An important aspect to understand about closeout is
when the contract becomes physically complete. All closeout
activities are linked to this date.

The official definition of physical completion can be
found in the FAR 4.804-4. It states that a contract is
physically completed when both the Government and the
contractor agree to the following:

© The contractor has completed the required deliveries and
the Government has inspected and\accepted the material

(DD Form 250 completed);

© The contractor has performed all services and the
Government has accepted such services;

o All options, if any, have expired; or,

© The Government has given the contractor a notice of
complete termination.

2. Closed Contract

Contracts exceeding the small purchase limitation
(over $25,000) are closed when the buying activity contracting
officer signs either the DD Form 1594 or PKS (MILSCAP)
Contract Completion Statement. The Contracting Officer should
do this only after the contract becomes physically completed
and all administrative actions are completed. However, a
contract should not be closed while in litigation, or an
appeal is pending before the ASBCA or GSBCA.




3. Administratively Complete Contract

When a contract is delegated to a cognizant ACO in the
field, certain responsibilities go with the delegation (FAR
42.302). "Administratively complete"™ means that all the
actions required of the ACO in the delegation of duties have
been accomplished. Most ACOs use the DD Form 1597, "Contract
Closeout Checklist". However, additional responsibilities may
be included in the contract that are not on the form. The ACO
will also use another form, a DD Form 1594, "Contract
Completion Statement.” This form is used for two purposes.
One is to notify the Procuring Contracting Officer (PCO) when
the contract is physically completed and the second is to
inform the PCO that the closeout actions have been completed.

4. Completion Statement

A formal statement by the contractor stating that all
supplies and/or services have been furnished to the
Government .

5. Quick Closeout Procedure (FAR 42.708)

The "Quick Closeout Procedure" can be utilized when
the contract is physically complete and closeout will be
delayed pending DCAA’s final indirect cost determination. The
Quick Closeout Procedure allows the ACO to negotiate a
settlement of indirect costs for a specific contract in

advance of the determination of final indirect rates.




FAR 42.708 states that the use of the Quick Closeout
Procedures can be utilized when:
© The contract is physically complete;
o The amount of unsettled indirect cost to be allocated
to the contract is relatively insignificant as
compared with the amount which would have been applied
if the annual rates were applied; and

© Agreement can be reached on a reasonable number of
allocable dollars.

In a May 1989 Memorandum for Distribution, the Office
of the Assistant Secretary of the Navy (Shipbuilding and
Logistics) (ASN (S & L)) defined "unsettled" to be those costs
which are «classified by the DCAA as "questioned" or
"unsupported" for those years which have been audited by DCAA.
For unaudited \years, "unsettled” indirect <costs are
interpreted to be unaudited costs allocable to the contract.
[Ref. 3]

Costs may be determined "relatively insignificant”
when they do not exceed either 15% of the total indirect cost
incurred on the contract, or $500,000, whichever is less
[Ref. 4:p. 6118]. FAR 42.708 states that the final indirect
costs under the quick closeout procedure are final for the
contract it covers and no adjustments shall be made to other
contracts for over- or under- recoveries of costs allocated or
allocable to th2 contract covered by the agreement. In

addition, indirect cost rates used in the quick closeout of a
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contract shall not be considered a binding precedent when
establishing the final indirect cost rates on other contracts.

Quick Closeout Procedures are used to speed up the
process of closing out cost-type contracts. The ACO
responsible for contract closeout may negotiate quick-closeout
rates with the contractor. These rates are what the ACO
"anticipates" the contractor’s actual rates will be. The
actual negotiated rates may take six to ten years to
establish. By waiting for the negotiation of final overhead
rates, the Government might obtain lower rates and therefore
a lower overall contract cost, but the Government would have
to wait several years to get that money back and the time
value of money <could negate any savings. Another
consideration is that most contracting officers will keep more
than enough funds obligated to cover any final overhead rate
settlement. The sooner the contract is closed the sooner the
excess funds can be deboligated. Again, the time value of

money must be considered.

C. CONTRACT CLOSEOUT FILES

FAR 4.801 states that each office performing contracting,
contract administration, or paying functions shall establish
files containing the records of all contractual actions.

During contract closeout, files must be updated and forms

11




authorizing contract closeout must be completed. Each office
must close out their file.
1. Contracting Office Contract File

FAR 4.802(a) (1) states that the contracting office
contract file shall document the basis for the acquisition and
the award, the assignment of <contract administration
(including payment responsibilities), and any subsequent
actions taken by the contracting office. FAR 4.803 states, in
detail, the contents for the "contracting office contract
file."

When the contracting (buying) office delegates
administration to the Defense Logistics Agency (DLA) or
another agency for administration, it sets up the creation of
two sets of files on the same contract. The closing of the
contracting (buying) office and administration office contract
files are linked together whereas the paying office closes
their files independently of other files.

2. Contract Administration Office File

FAR 4.802 (a) (2) states that the contract
administration office contract file shall document the basis
for and the performance of contract administration
responsibilities. In FAR 4.803 (b), the specific items to be
included in the contract administration office file are set
forth. This file is maintained by the Contract Administration
Office (CAO) for use in administering the contract. During

12




contract performance, many official records may not be in the
ACO’s file such as; Government property, quality assurance,
production, engineering, and purchasing system information.
During the contract closeout process these files are assembled
together in the contract administration contract file.
The closing of the buying and administrative contract
files are linked together by one form; the DD Form 1594
"Contract Completion Statement”. Although the buying and
administrative files are closed separately, they close on the
same date. This date is assigned by the ACO. If the buying
activity cannot close its files within 90 days of the
administrative office date, then the ACO assigned c¢loseout
date is superceded by the PCO assigned dated. It is important
that the PCO advise the ACO of the new date so the
administrative files are not closed/stored and destroyed
early.
3. Paying Office Contract File
FAR 4.803 (c) states that the paying office contract

file will contain:

o Copy of the contract and any modifications

o Bills, invoices, vouchers and supporting documents

o Record of payments and receipts

0 Other pertinent documents.

13
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The finance office closes its file independently of the PCO
and ACO files and uses no special forms. The paying office

contract file is closed upon final payment.

DP. PERSONNEL INVOLVED IN THE CLOSEOUT PROCESS

The Procuring Contracting Officer (PCO) and Administrative
Contracting Officer (ACO) can be the same person. If the PCO
does not delegate the administrative functions to another
agency, s/he will be the ACO. On the other hand, if the PCO
does delegate the administrative functions to another agency,
that agency will assign an ACO to the contract.

1. Procuring Contracting Officer (PCO)

The PCO is the person who "opens" the contract by
awarding it and then ultimately "closes" the contract at the
end. The closing of the "contracting office contract files"
can only be done at the buying activity. The &2acCO
"administratively" closes the file.

2. Administrative Contracting Officer (ACO)

The ACO is responsible for completing and initiating
the closeout action. S/He coordinates all organizations (the
contractor, the requiring activity, DCAA, if applicable, etc.)
involved with the contract and ensures that each has submitted
the appropriate contract completion forms. When the ACO makes

the determination that the contract is physically and

14




administratively complete, s/he then certifies it and forwards

the certificate to the PCO for signature.

E. TIME FRAMES FOR CONTRACT CLOSURE ACTION

The Government has established standard time frames for
contract closure action. FAR 4.804-1 states that the purpose
of these time frames is to promote the timely closeout of
contracts. For Firm Fixed-Price contracts (excluding small
purchases), the goal for contract closeout is g8ix months after
physical completion. Contracts requiring settlement of
indirect rates have a goal of 36 months and all other

contracts have a goal of 20 months after physical completion.

F. CONTRACT CLOSEOUT PROCESS

FAR 4.804-5 states the detailed procedures for closing out
contract files. The first step in the process of closing DoD
contracts is a determination that the contract is "physically
complete"”. The ACO responsible for closeout must assure that
all supplies, or services, have been received and accepted by
the Government. In addition, the ACO must assure that no
option provisions remain open.

Secondly, an initial contract funds status review shall be
accomplished and, where appropriate, excess funds identified
to the PCO. The ACO, when delegated administrative duties,
must prepare a DD Form 1594, "Interim Contract Completion
Statement (Notice of Physical Completion)" as set forth in

15




DFARS 204.804-2. This is to alert the PCO that the contract

is now physically complete and ready to begin the closing out

process. If possible, excess funds can be removed at this

time.

The third step of the contract closeout process is to

ensure that the actions in FAR 4.804-5 have been completed.

These actions are:

[¢]

(o]

Disposition of classified material is completed;
Final patent report is cleared;
Final royalty report is cleared;

There is no outstanding value engineering change
proposal;

Plant clearance report is received;

Property clearance is received;

All interim or disallowed costs are settled;
Price revision is completed;

Subcontracts are settled by the prime contractor
Prior year indirect cost rates are settled;
Termination docket is completed;

Contract audit is completed;

Contractor’s closing statement is completed;
Contractor’s final invoice has been submitted;

Contract funds review is completed and deobligation of
any excess funds is recommended.

In the fourth step, the contracting officer administering

the contract shall prepare a DD Form 1594 "Contract Completion

16




Statement"” verifying that all contract actions have been
completed. The "closing date" is established by the ACO on
the DD Form 1594. The ACO forwards the original DD Form 1594
to the PCO and retains a signed (by the ACO) copy of the DD
Form 1594 in the administration file as authority to close the
file. The ACO sends only the DD Form 1594 and not the entire
file.

As stated above in Section C (2), although the buying and
administrative files are closed separately, they close on the
same date. This date is assigned by the ACO. However, if the
buying activity cannot close its files within 90 days of the
administrative office date, then the ACO assigned closeout
date is superceded by the PCO assigned date. It is important
that the PCO advise the ACO so the administrative files are
not closed/stored and destroyed early.

The final step in the contract closeout process is the
storing and disposing of the contract files. The FAR states
that agencies shall prescribe procedures for handling,
storing, and disposing of contract files. However, FAR 4.805
specifies individual retention periods for various documents.

l. Firm Fixed-Price Contracts

Because Firm Fixed-Price (FFP) contracts do not
involve pricing actions at contract closeocut, many of the
actions listed in FAR 4.804-~5 for closeout are not applicable.
For example, final payment on a Firm Fixed-Price contract

17




does not deviate from the price agreed upon at contract award
and therefore does not require:

o Settlement of interim or disallowed costs;

o Price revision;

Prior year indirect cost rate settlement; or

o

© A contract audit.
2. Other than Firm Fixed-Price Contracts

In contrast to Firm Fixed-Price contracts, cost-
reimbursement and other types of Fixed-Price contracts require
several pricing actions, as well as additional administrative
actions, before the contract can be closed out. All
contractors performing Cost Reimbursement contracts shall
submit a final closeout statement that includes a statement of
accounts, a formal contract release (as required by FAR clause
52.216-7 Allowable Cost and Payment), performance summary,
list of contract modifications and a patent/royalty report, if
applicable. The ACO shall initiate a follow-up to the
customer activity, requesting the Contractor Performance
report (required by all Contract Administration Plans) and any
additional information required regarding the status of the
contract.

Additionally, Cost Reimbursement and Fixed-Price
Incentive contracts require a final audit by DCAA to establish
final indirect rates prior to being closed out. This is to
ensure that all incurred costs are reasonable, applicable to

is8




the contract, determined under Generally Accepted Accounting
Principles (GARAP) and Cost Accounting Standards (CAS)
applicable in the circumstances, and not prohibited by the
contracts, by statute or regulation, or by previous agreement
with, or decision of, the Contracting Officer. [Ref. 5:p. 601]
Once the DCAA audit report has been obtained, the ACO
hall review the report to determine whether DCAA has found
that the contractor was either overpaid or underpaid. This
report will also state whether the contractor concurs or
disagrees with the auditor’s report. If the contractor
disagrees with the auditor’s report, the ACO will negotiate
with the contractor to reconcile the differences.

If the ACO does not agree with DCAA’s audit report,
the PCO will make the final determination after reviewing
DCAA’s audit report and the ACO’s detailed explanation on why
s/he does not agree with the audit. If the audit report is
acceptable and the contractor has been underpaid, the ACO
shall review the contract file to determine whether sufficient
funding remains obligated to pay any additional amount owed on
the contract. Otherwise, the ACO shall initiate a request to
the customer activity for the additional funding required to
pay the contractor’s final invoice and upon receipt, modify

the contract to provide funding for payment. If the

19




contractor has been overpaid, the ACO shall make arrangements
in accordance with agency procedures to recoup the overpaid
amount .

&. Quick Closeout Procedure.

When the contract is physically complete and
closeout will be delayed pending DCAA’s final indirect cost
determination, the quick closeout procedure may be utilized.
In accordance with FAR 42.708, the ACO may negotiate a
settlement of indirect costs for a specific contract in
advance of the determination of final indirect rates when the
amount of unrettled indirect cost to be allocated to the
contract is relatively insignificant as compared with the
amount which would have been applied if the annual rates were
applied and agreement can be reached on a reasonable number of
allocable dollars.

b. Terminated Contracts.

In accordance with FAR 49.303-3, if the contract
was terminated and contains the clause at 52.216-7, Allowable
Cost and Payment, a bilateral agreement may be utilized for
final settlement of indirect costs. This method is used when
it appears that adjustment of indirect costs will unduly delay
final settlement. The Terminating Contract Officer (TCO),
after obtaining information from the appropriate audit agency,
may negotiate the amount of indirect costs for the contract
period for which final indirect cost rates have not been
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negotiated, or to use billing rates as final rates for this

period if the billing rates appear reasonable.

G. SUMMARY

The basic contract closeout process is not complicated.
However, because of the numerous variables (delegations,
contract types, etc.), the basic process develops into a more
complicated procedure. The complexity of the contract
closeout process also increases with the number of different
agencies involved.

Chapter II provided a basic framework of what is involved
in closing out contracts, including definitions of common
terms used in the contract closeout process. Chapter III will
present data that were collected from a survey conducted by
the researcher. The survey addressed various issues in the

closeout process.
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IIXI. DATA PRESENTATION

A. INTRODUCTION
This chapter presents the data that were collected from a
survey conducted by this researcher. The survey was sent to
100 different commands within the Department of Defense (DoD) .
Sixty-two surveys were completed and returned to the
researcher.
Questions were asked to determine the following:
o The current practice used in closing out contracts;
o Common reasons for any contract closeout problems;

o Areas impacted from contracts not closed out in a
timely manner;

o Participants in the contract closeout process;

o Actions to improve the current process.

B. CURRENT PRACTICE OF CLOSING OUT CONTRACTS

FAR Part 4.804, DFARS 204.804, and numerous instructions
describe how contracts should be closed out. In each of these
documents, policy and procedures are written in detail. The
following gquestions in this section were asked to determine
what the current practice of closing out contracts is and if

policies and procedures are being utilized.
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1. Wwhen do you usually initiate the closeout process?

It is DoD policy that contracts be closed as soon as
possible after physical completion of the contract. A June
1987 Auditor General Report, stated that many contracting
offices do not start closeout actions until the prescribed
closeout time frames are reached or exceeded [Ref. 6:p 10].
This question was asked to determine if this finding was still
valid. The survey results were:

37% As soon as the contract is physically completed,

16% Within the time limits of the FAR,

3% At the end of the time limit of the FAR,

47% Other.

The survey question did not differentiate between FFP
contracts and Cost Reimbursement contracts. Many (47%) of the
responses were conditional, such as:

0 The closeout process is initiated when DCAA completes
final audit;

o The process is initiated when the contract appears on
the suspense list;

© The process is initiated when the contractor sends the
final voucher;

© When time permits.
These responses were categorized as "other" because it could
not be determined if the contract closeout process was

initiated within the time limits of the FAR.
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As for the other 53% of the responses, 37% initiated
the closeout process as soon as the contract was physically
completed, 16% initiated the process within the time limits of
the FAR, and 3% started at the end of the time limit of the
FAR.

2. How long does the closeout process usually take to
complete?

This question was asked to determine how often the
time frames for closing out contracts stated in the FAR were

attained. Figure 1 shows the

survey results for how long qopPerestene

the closeout process usually
takes for FFP contracts. The 1 A
survey results for FFP

contracts were:

70% Closed out within
six months;

25% Closed out within a
year;

5% More than a year
to complete
contract closeout. PFigure 1: Time to closeout FFP

contracts

0-8 Mo. 8-12 Mo. > 12 Mo.
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Figure 2 shows the survey results for the length of
the closeout process for Cost Reimbursement contracts. The

survey results for Cost

Reimbursement contracts were: 10g PenEe

6% Closed out within
three years;

ln( ----------------------------------------

$4% Closed out within
three to five years;

23% Closed out within
five to seven years;

17% Closed out within
seven to ten years.

The majority (70%) of

Firm Fixed-Price contracts

B-3 vrs. 3-3 Yre. 3-7Yrs. 7-10 Yre.

are closed out within six Figure 2: Time to closeout

cost-type contracts
months and 95% are closed out

within a year. Only 5% of the Firm Fixed~-Price contracts took
more than a year to close out.

Only 6% of the Cost Reimbursement contracts are ciosed
out within three years. Another 54% are closed out within
three to five years, 23% between five to seven years and 17%
between seven to ten years.

Eleven of the 62 responses were categorized as
"other". The responses were conditional, such as "Once DCAA
does the final overhead rate, then the closeout process takes

one month." Because a time frame could not be determined by
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those types of responses, the results of those responses were
not included in the above percentages.

The survey also requested a time frame for closeout of
Fixed-Price-Incentive~Firm (FPIF) contracts but the response
rate for that category was so insignificant that an analysis
could not be accomplished.

3. Do you usually meet the FAR time requirements for
closing out contracts?

This question was asked, without stating the FAR time
requirements, to determine the general indication of
compliance with the FAR in the closeout process. The
responses are in line with the responses to the above
question, in that the majority of the respondents (75%) feel
that they close out FFP contracts within the FAR time
requirements but 86% feel that they do not close out Cost
Reimbursement contracts within the FAR time requirement.

4. Do you close out the contract (1) in the sequence
stated in FAR Part 4?; (2) one at a time (not going to the
next step until the previous step can be checked off)?; or (3)
concurrently (two or more at a time: whenever a step can be
checked off)?

This question was asked because research had indicated
that personnel closing out contracts tended to process
closeout actions one step at a time in the sequence listed in
the FAR. The responses to the survey revealed a different
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result. Almost 98% of those that responded to this question
stated that they process the closeout steps concurrently (two
or more at a time; whenever a step can be checked off).
5. Have you ever utilized the Quick Closeout procedure?
An audit report [Ref. 7:p. 4] stated that many ACOs
did not use FAR procedures that authorized quick closeout of
contracts that were awaiting settlement of overhead rates
because they were not aware of the method. This question was
asked to determine if this finding was still valid. Survey
results were:

47% Had utilized the quick closeout procedure at
least once.

53% Had never utilized the quick closeout procedure.
Only 47% stated that they had ever utilized the Quick
Closeout procedure. Of the 53% that never utilized the Quick
Closeout procedure, the majority stated that they did not know
that it existed or did not understand the procedure. Other
reasons cited were:
o No contractors will work with me on it.

o Reluctance on the part of the contractor and field
activity.

0 It never seemed to work, so I had to revert to the
regular process in the end.

27




6. Have you ever issued a bilateral agreement using a
DCAA estimated amount for overhead costs instead of waiting
for DCAA to submit their final audit to close out a contract?

Since the audit report referenced in Question 5 stated
that many ACOs were not aware of the Quick Closeout procedure,
the researcher included this question in the survey to
determine if they were aware of the bilateral agreement
procedure. Survey results were:

14% Had utilized the bilateral agreement;

86% Had never utilized the bilateral agreement.

Only 14% stated that they had ever utilized the
bilateral agreement procedure to close out a contract. of
those that never utilized the bilateral agreement procedure,
the majority stated that they were unaware of this practice or
did not understand the procedure.

7. How are contracts tracked to determine when they are
physically completed?

Since the contract closeout process is supposed to be
initiated as soon as as the contract is physically completed,
the researcher was interested in how the commands tracked the
contracts to determine when the contract was physically

completed. The responses were divided into two groups:
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manual tracking and tracking using an automated system.
Survey results were:
58% Tracked contracts manually,

42% Used a computerized automated system to track
contracts.

The responses to this question demonstrate that there
is no uniform system for tracking the closeout process. Some
commands have an automated tracking system with formalized
procedures while other commands track their contracts manually
using informal procedures. The commands that use an automated
system all utilize different computer programs for tracking
contracts; there is no one standard program for tracking
contract <closeouts. DLA has a Mechanized Contract
Administration Services (MOCAS) system that tracks shipment
using data base inputs and provides visgibility of contract
completion to management and the ACO, but the Navy, Air Force,
Army, Marine Corps and Coast Guard do not have the MOCAS
system.

Forty—-two (42%) of the Navy commands stated that their
closeocut process was automated. The respondents described
various types of automated systems, some just track and report
if the contract has been physically complete over 90 days,

while others track the final audit date, final invoice date,
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destroyed date, etc. Some responses describing the various

Navy tracking systems are:

o

(e]

We track contract closeout by a database system.
Quarterly a list of contracts are sent to the
negotiators to update the status of the contracts. It
is the negotiator’s responsibility to update the
listing so the individual closing out the contracts
knows what contracts are physically complete.

We have a DBASE system set-up showing status of
contracts, i.e., active, pending, retired. The
contracts are also color coded yellow for pending, red
for retired.

A database is set up on the personal computer (PC).

For the remaining Navy commands that stated that they

did not have an automated system, there was a wide variety of

procedures for tracking the closeout process; there was no one

uniform method of tracking the closeout process. Some

examples of the different methods are:

O

Contract closeouts are tracked by monitoring the
"exception list".

Letters are sent to the contractor, and 1593s sent to
the Defense Contracts Management Area Office (DCMAO), no
tracking per se exists.

Sporadically, if we don’t get a notification of the
physical completion we rely on periodic sweeps of the
files.

Forms are sent to the requesting code asking if all
services have been completed, all data received and
Government Furnished Property (GFP) settled.

Solicitation logs are reviewed or the contract is

physically pulled to determine if it is ready for
closeout.
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8. Do you have a reporting system for closing out
contracts?

This question was asked to determine if contract
closeout status was in a reporting system that generated a
-report that management could examine. Survey results were:

64% Have a reporting system,

36% Did not have a reporting system.

Sixty—~four percent (64%) stated that they had a
reporting system. Reporting systems varied between commands;
some commands had automated systems that produced reports and
other command generated reports manually. From the comments
on the survey, a percentage could not be determined as to what
commands had an automated reporting system and what commands

did not.

C. COMMON REASONS FOR PROBLEMS

In the contract closeout process, there are a wide variety
of causes for delays and problems. The process redquires a
number of administration actions from both the contractor and
the Government and requires actions by several different
activities such as contracting offices, vreceiving activities,
administrative activities, audit offices and finance offices.
The following questions in this section were asked to
determine whether or not common reasons for problems could be

identified throughout the different DoD commands.
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1. What is the major reason why the closeout process is

not initiated as soon as the contract is physically completed?

Research indicated that the closeout process is an

often overlooked aspect of contract administration. Contract

closeout had a 1low priority; the priority was to award

contracts and obligate funds. [Ref. 8:p. 10] This question

was asked to determine if this "finding" was still valid.
Survey results were:

40% Delays caused by limited manpower and low
priority;

21% Delays caused by contractor;

17% Delays caused by DCAA;

15% Delays caused by the paying office;

7% Delays caused by other reasons.

Forty percent (40%) of the responses stated that
limited manpower coupled with low priority were the major
reasons the process is not initiated as soon as the contract
is physically completed. Twenty-one percent (21%) stated that
the delay was caused by the contractor for various reasons,
such as the contractor not submitting the final invoice and
waiting for the contractor to finish all respcnsibilities,
e.g., Contract Data Requirements Lists (CDRLs). Seventeen
percent (17%) stated that contract closeout was delayed
because they were waiting for DCAA to establish final overhead

rates and fifteen percent (15%) blamed the paying office for
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various reasons, such as inadequate notification. The
remaining seven percent (7%) stated several reasons such as:
(1) unliquidated balance must be corrected prior to closeout,
(2) claims, and (3) no closeout information is available.

The response rate of 21% that stated the contractor
was the cause of the delay and 17% that stated DCAA was the
cause may, in fact, be misleading. The contractor’s reason
for not submitting a final invoice may have been due to
waiting for DCAA to establish the final overhead rate. If
this is the case, DCAA should have a higher percentage and
could be ranked second for reasons for closeout delay and the
contractor ranked third, instead of vice versa.

2. Are there any cases where there was a problem in
closing out a FFP contract?

This question was asked to determine if the researcher
needed to include FFP contracts as a separate issue in her
research of the closeout process. Survey results were:

30% Had no problems with closing out FFP contracts,

70% Had some problems with closing out FFP contracts.
Of the 70% who responded that they had some problems with
closing out FFP contracts, the responses were as follows:

33% Problems with the paying office;

20% Problems with Goverment Furnished Property:;

12% Problems with funding;

5% Other.
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Thirty-three percent (33%) of the 70% cited the paying
office as the reason for closeout problems. Such reasons
included:

o The notice of final payment is frequently not
received.

o Proper documentation from the paying office to
closeout the contract is not received so contractors
must be contacted for the information.

© The paying office took an unauthorized discount.

o Reconciliation of unliquidated obligations by paying
office.

Twenty percent (20%) cited that Government Furnished
Property (GFP) was the reason for the closeout problem.
Reasons included:

o The mechanics of getting GFP returned and inspected
sometimes causes problems.

0 When GFP is a part of the contract, often times, no
file evidence exists of the status of the GFP.

Twelve percent (12%) stated that funding caused some
closeout problems. Reasons included:

o Funds were remaining and research had to be done to
determine why.

© Additional funding requirement at the end of the
fiscal year.

o Fixed-Priced services generally have a small amount of

excess funding that must be investigated and
deobligated.
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Of the remaining responses that stated a problem in
closing out FFP contracts, there was no one clear category
that covered the reasons. Reasons ranged from:

o Claims,
o Requests for Equitable Adjustments,
0 The contractor’s invoice was misplaced.

Since the problems stated above are not unique to FFP
contracts, these contracts will not be discussed separately
from Cost Reimbursement contracts.

3. What are the major reasons for delay in closing out
contracts?

Research indicated that the biggest reason for delay
in closing out Cost Reimbursement contracts is waiting for
DCAA to audit the contractor and determine the final indirect
overhead rates. This question was asked to determine if this
finding was still valid. Although the question in the survey
did not specify Cost Reimbursement contracts, the responses
indicated that other than FFP contracts were intended in the
response. Many of the responses had more than one reason for
the delay in <closing out contracts and were ranked
accordingly. The survey results were:

33% 1Inaction by DCAR,

21% 1Inaction by the ACO,

14% 1Inaction by the contractor,
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10% Reconciling differences between the paying and
funding offices,

22% Various other reasons.

Inaction by DCAA was stated as the number one reason
for delay by 33% of the respondents while 21% of the
regpondents stated that inaction by the ACO was the number one
reason for delay. Fourteen percent (14%) stated that inaction
by the contractor was the number one reason and ten (10%)
stated that waiting for differences in records between paying
and funding offices to be corrected was the number one reason.
The remaining responses had various other reasons as the
number one cause for delay, such as:

o Lack of resources,
0 Unsettled requests for equitable adjustments,
o Lack of adequate notification,
o Contract is under litigation,
o Waiting for difference in GFP records to be corrected.
4. Did you ever have formal training on closing out
contracts?

Research indicated that the closeout process is not
emphasized during training and many contracting personnel are
unaware of any alternate, more efficient methods for closing
the contract. Survey results were:

85% No formal training on contract closeout

15% Some formal training on contract closeout.
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Eighty-five percent (85%) stated that they did not
have any formal training on closing out contracts. The 15%
that did receive formal training stated that it was touched

upon in their Basic Acquisition course.

D. AREAS IMPACTED FROM CONTRACTS NOT CLOSED OUT IN A TIMELY
MANNER .

The Armed Services Pricing Manual (ASPM) states three main
reasons why the Government promotes timely closeout of
contracts. These reasons are to recover excess funds on
completed or inactive contracts, to ensure that the personnel
involved with the contract remember what took place and are
still available to assist in resolving the issues, and that it
is good administrative practice to clean up any loose ends as
soon as it is feasible. However, the ASPM and other
instructions on the contract closeout process do not state the
consequences that occur from delaying contract closeout past
the time frames specified in the FAR. The following questions
in this section were asked to determine if personnel involved
in contract closeout were aware of the impact of overdue
contract closeouts and what areas were affected.

1. Have you encountered any problems from untimely
contract closeouts?

Contracts that are not closed out within the time

frames specified in the FAR can have adverse effects on the
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Government. These adverse effects deal with monetary, as well
as non-monetary concerns. This question was asked to
determine if any personnel had experienced problems due to not
closing out the contract in a timely manner and what specific
problems occurred from untimely contract closeouts. Survey
results were:

29% No problems encountered from untimely contract
closeouts.

71% Had problems from untimely contract closeouts.
52% of 71% Monetary problems,
19% of 71% Non-monetary problems.
Of the 71% that responded that they had encountered
problems from untimely contract closeouts, 52% had to do with
monetary concerns, such as:

© Funds expired and it was difficult to get prior year
funding to finalize changes.

o On old (1-3 years) invoices with no record of payment
{(either contractor or Government), we cannot obtain
a decision from legal/other on whether to pay the
contractor.

o The customer (requiring activity) loses the ability to
spend funds if credits/deobligations are settled in the
next fiscal year.

The remaining 19% had non-monetary concerns. Ten
percent (10%) cited 1loss of records and ©personnel
knowledgeable on the cocntracts as a problem. Comments

included:
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o Records are no longer available because they have been
lost during reorganization or multiple moves from place
to place.

o The Contracting Officer’s Technical Representatives
(COTRs) are no longer here to verify/accept issues, etc.

© Personnel familiar with the contract are no longer
working at the command.

Six percent (6%) cited that additional reporting requirements
were a problem from untimely contract closeout and the
remaining three percent (3%) stated that lack of storage space
became a problem.

2. What areas do you feel are impacted by the failure to
closeout contracts on a timely basis?

This question was asked to determine if people were
aware, in general, of any type of impact caused by the failure
to closeout contracts on a timely basis. This impact could be
to their specific command or to the entire DoD. Many of the
responses stated that more than one area was impacted due to
the: fzilure of closing out contracts on a timely basis and
ranked them accordingly. Survey results were:

46% Increase in backlog.

41% Funding problems,

13% Other areas.

An increase in the backlog was stated by 46% of the
respondents as the number one area impacted by untimely
contract closeout. Following in second place was recovering
of excess funds or other funding problems. Forty-one percent
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(41%) of the respondents stated that this was an area impacted
by untimely contract closeout. For the remaining 13%, no one
category covered the area impacted by the delay in closing out
contracts. Comments ranged from:

o0 Because of the increase in the time period for claims to
be submitted, there are more claims.

o Loss of knowledge of the contracts.

o Decreasing support from DLA as contracts become more
overaged.

3. Do you know what the "M" account is used for? Are you
aware of the recent changes in the "M" account policy? Do you
feel that the new "M" account policy will affect the current
contract closeout policy?

Under the new legislation, "M" accounts, will no
longer be available and the funds now have a time limitation
of five years after expiration. Contracts that are not closed
in a timely manner are affected by this new legislation
because the "M" account will no longer be available to pay
obligations for contracts whose funding obligations have
expired. This question was asked to determine how informed
personnel closing out contracts were concerning policies that
affect the contract closeout process. Survey results were:

95% Were knowledgeable of the "M" account.
5% Were not knowldegeable of the "M" account.

93% Were aware of the recent changes in the "M"
account policy.

7% Were not aware of the recent changes in the
"M" account policy.
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22% Felt that the new "M" account policy would not
affect the current closeout policy.

78% Felt that the new "M" account policy would
affect the current closeout policy.

18% of 78% Positive effect.
60% of 78% Negative effect.

Ninety-five percent (95%) were aware of what the "M"
account is used for and 93% were aware of the recent changes
in the "M" account policy. Seventy-eight percent (78%) felt
that the new "M" account policy will affect the current
closeout policy. Only 18% of the 78% that felt the new "M"
account policy will affect the current closeocut policy felt
that there will by a positive impact on the closeout process,

such as:

o The closeout process will gain the attention of the
contractor, ACO and DCAA.

o Contractors will pay more attention to those low
balance contracts and clear their books.

o Contract closeout will get a higher priority.
The remaining 60% felt that there would be a negative impact
on the closeout process with the change in the "M" account
policy. Some examples of the negative impact include:

© More errors will be made by people rushing to closeout
contracts without having all of the current data.

© This will add to an already overworked administration
staff.
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© We have no control over the audit and litigation. If we
can’t speed up those processes, we will have to use
current funds.

o Payment difficulties will increase for contracts in
litigation.

4. Have you ever been able to deocbligate funds when
closing out contracts?
An audit report ([Ref. 9:p. 8]. indicated that many
ACOs did not complete funds reviews and deobligate excess
unliquidated obligations because they did not consider the
process to be a high priority or the amounts to be
significant. This question was asked to determine if
deobligated amounts could be significant and is discussed in
this section because untimely contract closeout affects the
ability to deobligate funds. Survey results were:

70% Had deobligated funds in the past when closing
out contracts.

30% Have never deobligated funds when closing out
contracts.

Seventy ©percent (70%) stated that they |have
deobligated funds in the past. Examples of amounts of
deobligated funds ranged from 0.02% to 78.6% of the contract

amount; dollar values ranged from $692.00 to $10,649,100.00.

E. WHO CLOSES OUT CONTRACTS?

The numerous instructions that describe the policy and
procedures of closing out contracts do not state whether a
Contract Specialist GS-1102 or a Procurement Clerk, GS-1106
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should close out the contract. In addition, contract closeout
is not specified as a critical job element in either the
Contract Specialist, GS-1102 series or the Procurement Clerk,
GS-1106 series. The following questions in this section were
asked to determine who should close out contracts.

1. Who closes out contracts?

The duties of Contract Specialists vary among the
different commands in DoD. Contract Specialists may be
assigned to either the pre-award or post-award function of the
procurement process, or they may retain the contract
throughout the entire procurement process. Procurement Clerks
may only assist Contract Specialists in some commands, while
in other commands, they may be held responsible for certain
tasks. This question was asked to determine what type of
personnel is utilized to close out contracts.

42% The Contract Specialist who administers the
closeout of the contract.

26% One or more Contract Specialists are dedicated to
closing out contracts.

10% The Contract Specialist who awards the contract
also closes the contract.

5% The type and complexity of the contract
determines who closes the contract.

17% Other than Contract Specialists close out the

contracts, such as Procurement Clerks, Navy
Reserve Units, or the PCO.
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2. If you do not have a Contract Specialist dedicated to
closing out contracts, do you feel that there should be one?
This question was asked to determine how personnel
perceived the closeout process; whether or not it should be a
specialized position. Survey results were:

43% There should be a dedicated Contract Specialist
for closing out contracts.

57% A dedicated Contract Specialist for closing out
contracts is not needed.

Forty-three percent (43%) of the respondents felt that
a Contract Specialist should be dedicated to closing out
contracts. Respondents in this category felt that the
closeout process needed special training and was more
difficult than most people perceive. Some comments included:

o A dedicated specialist would increase productivity since
s/he would not have to re-learn the closeout process for
each contract s/he closes out.

o Contract closeouts would not take a lower priority due to
working on more urgent active contract matters if there
was a dedicated specialist for contract closeout.

o A dedicated specialist for the closeout process would
assist in coordination and communication with other
agencies involved in the process. S/He would be a
constant Point of Contact with the other agencies.

o S/He could monitor any changes in procedures and

personnel that affect the closeout process in the other
agencies.
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Those respondents that did not feel that their should
be a contract specialist dedicated to closing out contracts
had a wide range of reasons. These reasons included:

© The closeout process is very simple and can be handled by
a clerk.

0 There are many issues involved in the closeout process
and there can be no one situation for closing out a
contract, hence no one person should do it.

© The closeout process can be very frustrating and this
pattern of frustration must be broken by other facets of
a job.

o Insufficient workload.

o Manpower not available to have one person dedicated to
closing out contracts.

The majority who did not want a dedicated contract
closeout specialist stated that many issues in the closeout
process are best accomplished by someone working with the
contractor on a day-to-day basis and is familiar with the
contractor and his operations. This familiarity comes from
administering the contract.

3. What type of background should the Contract Closeout
Contract Specialist have? Why is it important that the
Closeout Specialist have these qualities? If there was a
Contract Specialist dedicated to closing out contracts, what
GS level should he/she be?

These questions were asked to determine what type of

person and background is needed for closing out contracts.
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Survey results for the type of background a Contract Closeout

Specialist should have were:

6% The Contract Closeout Specialist needs little
training.

63% The Contract Closeout Specialist needs only the
required Contract Specialist, GS-1102, courses.

31% The Contract Closeout Specialist needs more
education than the required courses of the
GS-1102 series.

Six percent (6%) felt that the person closing out
contracts needed very little training. A Procurement Clerk
would be able to handle the position, he/she did not need to
be a Contract Specialist. One to two hours of training was
sufficient to ensure knowledge of contract forms/documents
needed for the file.

Sixty-three percent (63%) felt the person who would
close out the contract should be a Contract Specialist, GS-
1102 series. The specialist should have all of the courses
required of the GS-1102 series and at least two years
experience. This experience should include pre-award and
post—award functions.

The remaining 31% felt that the person closing out the
contract should have more education and background than what
the GS~1102 series offers. A specific area of knowledge that
many respondents felt was important for the Closeout

Specialist was Accountiny (financial and cost accounting).
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Other background experiences the respondents felt were
necessary for the Closeout Specialist were:

o The ability to interpret legal documents (not just
contracts), research and reconciliation techniques and
skills and strong communications skills.

o It would be very beneficial to possess at least some
knowledge and experience in a wide variety of areas such
as, material accountability, Government and contractor
financial accounting processes and audit agency
responsibilities.

o Need to have negotiation and litigative experience.

Of those respondents that felt that the Closeout
Specialist should be in the G5-1102 series, survey results for
the reasons why it was important that the Closeout Specialist

have this background were:

83% GS-1102 background needed to process more
efficiently and effectively.

9% GS-1102 background needed to be able to discuss
matters with upper management and other involved
in the process.

8% GS-~1102 background needed to ensure proper
closeout of contracts.

Eighty-three (83%) felt that a procurement background
was necessary so that the contract closeout would be processed
more efficiently and effectively. Specific reasons included:

0 One needs to be familiar with and understand contractual
requirements to be able to recognize and resolve any
problems associated with the closeout process.

© By being knowledgeable of the process, some problems can

be averted, e.g., missing paperwork, and the specialist
could work independently.
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o One cannot pick up a contract and close it without
understanding how the contract works, who does what and
when.

0 With knowledge of the procurement process, the Closeout
Specialist would understand the importance of closing out
contracts and the correlation of the closeout process
with the total administrative functions.

Nine percent (9%) felt that procurement training was
necessary to be able to discuss matters with upper management,
payment officers, and contractors and to better represent the
Government in matters such as the negotiation of claims. The
final eight percent (8%) felt that procurement training was
necessary to ensure that the contract was properly closed out
in accordance with the FAR.

Figure 3 shows the survey results concerning the

appropriate GS—-level for the Contract Closeout Specialist.

Only 4% of the respondents

felt that a Procurement Clerk 1po prseniase

at the GS-4/6 1level could
] LA EDEEEEETTEEEREES

accomplish the effort
adequately. The remaining b AR
96% felt that a Contract

Specialist, GS-1102 series,

was required for the
position. Of the 96%, 19% Cuik 418 G337 GI w8 GSwm GS W
felt a GS- 5/7 could closeout Figure 3: GS-level for a

Contract Closeout Specialist
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the contracts adequately, 15% felt a GS-7/9 was adequate, 31%

felt a GS-9/11 was needed and 31% felt a GS—-11/12 was needed.

F. WHAT CAN BE DONE TO IMPROVE THE CURRENT PROCESS.

Research has demonstrated that there are problems with the
current contract closeout process. The questions in this
section were asked to determine what changes could be made to
improve the current process and whether or not common
recommendations could be identified within the DoD commands.

1. How can contract closeouts be managed more
efficiently?

Research has indicated that there is no methodology or
strategy for closing out contracts. Instead, there are only
sporadic attempts to close out contracts when the need arises.
This question was asked to determine what could be done to
manage contract closeouts more efficiently. Survey results
were:

30% More resources,

23% Increase priority for closing out contracts,

13% Automate the closeout process,

9% Better coordination between different agencies,

25% Other.

Thirty percent (30%) of those that responded to this
question felt that more resources (manpower) were necessary to

be able to manage contract closeouts more efficiently.
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Several in this category felt that a team concept would be
beneficial where a team would be dedicated to closing actions.
Several comments included:
o A team or section whose only function is contract
closeout, deobligations, etc. so that the entire

process can be managed.

o Closeouts are just one aspects of contract administration
that is woefully undermanned.

© Make contract closeout a separate administration
branch and enough people to handle the job efficiently.

0 More time and people closing out contracts.

o More manhours devoted to the effort.

Twenty-three percent (23%) of the respondents felt
that contract closeout should be given a higher priority -
both in the procurement process and in performance appraisals.
Several responsdents stated that "management should place a
higher priority on the allocation of personnel resources to
the closeout process."

Two comments concerning increasing the priority of
contract closeout as a job function were:

o Closeouts should be identified as a critical job element
and mandated that a particular number of closeouts will
be handled per week, month,....

© The closeout process should be treated as a major job
function, thus personnel should receive better training
in the process.

Thirteen percent (13%) felt that automation and
computer generated reports to track the closeout process would

assist in managing the closeout process more efficiently.
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Nine percent (9%) felt that better coordination and
communication between the different agencies were important in
managing the closeout process. The remaining twenty-five
percent (25%) of the responses had various suggestions for
managing the closeout process. Suggestions included:

o DCAA should act on the audits quicker; DCAA should give
higher priority to the settlement of overhead rates.

o 1Identify systemic problems delaying closeout and revise
procedures.

o When the contract is physically completed, the contractor
should have a certain matter of time to submit the final
voucher with closing documents.

o In Cost Reimbursement contracts, eliminate the need for
final audits, estimation techniques could be used and
final figures could be negotiated by a closeout officer.

2. Do you feel a reporting system would provide better
visibility of problem areas?

Research indicated that a reporting system provides

better visibility over problem areas at higher management

levels. This question was asked to determine how people felt

about this "finding". Survey results were:

68% Yes, a reporting system would provide better
visibility of problem areas.

32% No, a reporting system would not provide better
vigibility of problem areas.

Sixty-eight percent (68%) felt that a reporting system

would provide better visibility of problem areas while 32%
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felt that it would not provide better visibility. Of the 32%,
some comments include:
o Problems are already known and visible.

o More visibility would just mean more reports to fill out
without any improvement in problem areas.

3. Do you feel that contract closeouts need to have more
upper management visibility? Why?

Research indicated that higher management visibility
would help correct some of the problems that occur with
contract closeouts. This question was asked to determine if
people felt that wupper management visibility would be
beneficial. Survey results were:

62% Yes, contract closeout needs more upper
management visibility.

38% No, contract closeout does not need more upper
management visibility.

Sixty-two percent felt that contract closeout needed
more upper management visibility. Thirty-three percent (33%)
of the 62% felt the reason an increase in upper management
visibility was needed was to increase the priority of the
closeout process. An increase in the priority would:
o Enable Contract Administration to obtain required
resources (Management Information Systems (MIS), people)

to process closeouts in a timely fashion.

o Increase the staffing levels for administrating the
process.
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Other reasons cited for an increase in upper management
vigibility were:
© The deobligation of funds - because excess funds
on the contracts can be deobligated and sent back to the
Treasury. (8%)
0 Upper management should be made aware of obstacles
encountered in dealing with other Government agencies
and contractors. (6%)

o To clarify the importance of the relationship of
post—-award functions to pre—award functions. (6%)

o Employees put emphasis on those areas their
supervisors/managers put emphasis on and that
supervisor/manager should follow through to insure
performance. (6%)

o With upper management support, systemic problems can be
identified and proper emphasis can be placed on
correcting them. (3%)

The remaining 38% felt that wupper management
visibility was already present and more involvement was not
necessary because "they only add to the problem by requiring
excess reports that require time away from an already
overloaded workload."

4. Would you like to utilize the Quick Closeout procedure
more often?

This question was asked to determine if people were
willing to use alternate methods to close out contracts.

Survey results were:

72% Yes, I would like to utilize the Quick Closeout
procedure more often.

28% No, I would not like to utilize the Quick
Closeout procedure more often.
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Seventy-two percent (72%) stated that they would like
to utilize the Quick Closeout procedure more often. Their
reasons had to do with being more efficient, e.g., to save
time, reduce cost, deobligate excess funds and reduce backlog.

The remaining 28% were reluctant to increase the use
of the Quick Closeout procedure for various reasons. Some
reasons are:

o ...afraid something could be missed with the Quick
Closeout procedure.

o There might be a tendency to abuse the Quick Closeout
procedure resulting in a loss to the Government.

© One must be careful of setting precedent.

5. Should the limit for the Quick Closeout method be
increased?

The current limit for Quick Closeout is 15% of the
total indirect cost incurred on the contract or $500,000,
whichever is less. This question was asked to determine if
people felt the limit for Quick Closeout should be increased.
Survey results were:

43% Yes, the limit for Quick Closeout should be
increased.

57% No, the limit for Quick Closeout should not be
increased.

Forty-three percent (43%) felt that the limit for the
Quick Closeout method should be increased. Many of the

responses did not state to what limit